CHAPTER III
THE TREND OF OIL-FIELD DEVELOPMENT
THE exploitation of petroleum involves three successive stages:
exploration, to locate oil-bearing territory; development, to bring
the oil into production; and production, to reduce the oil to pos-
session. A sustained output of petroleurn necessitates vigorous
extension of productive territory, consistent drilling of the area so
proven, and steady withdrawal of the oil brought into production.
The first two factors are progressive, while the third is cumulative.
At any given moment, the country's output of crude petroleum is a
function of the number of producing wells and their average flow;
but the course of production is dependent in addition upon the rate
of drilling and the extension of territory suitable for drilling, since
the average flow of old wells is a decreasing function.
Exploration, or the extension of oil-bearing territory, is highly
individualistic and is prosecuted mainly by an activity picturesquely
termed '"'wildcat-ting," whereby wells arc drilled in regions of promise
by individuals, corresponding somewhat to the prospectors in metal-
mining, who are spurred on by the notable gain attaching to lucky
strikes. To a large degree, therefore, the pioneer work of exploration
falls to the lot of individual initiative and enterprise, the organized
agencies of production tending to center their attention upon the
acquisition and drilling of land in proven territory. The cost of
exploration, especially that of negative exploration, does not fall
heavily upon the books of the industry proper, being carried chiefly
at the expense of the speculative fringe of operators playing a hazard-
ous game of chance. There is no basis for estimating the cost of
exploration in the aggregate, as it does not enter completely as a
tangible factor into the cost sheets of productive wells .
Development, or the drilling of proven territory, is the factor of
prime importance in compensating for the normal declining tendency
of producing wells. The degree to which the country's production
of crude petroleurn is dependent upon the new wells drilled is indicated
by figures compiled by the American Petroleurn Institute which
show that the output of twenty large producing companies in 1919
was 172 million barrels, of which 45 million, or 26 per cent, came from
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